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subparagraphs (A) and (B) and inserting in lieu thereof the
following:
"(A) highly compensated employees.—If 1 of the rea-
sons a trust is not exempt from tax under section 501(a) is
the failure of the plan of which it is a part to meet the
requirements of section 401(aX26) or 4100b), then a highly
compensated employee shall* in lieu of the amount deter-
mined under paragraph (1), include in gross income for the
taxable year with or within which the taxable year of the
trust ends an amount equal to the vested accrued benefit of
such employee (other than the employee's investment in
the contract) as of the close of such taxable year of the
trust.
"(B) failure to meet coverage tests.—If a trust is not
exempt from tax under section 501(a) for any taxable year
solely because such trust is part of a plan which fails to
meet the requirements of section 401(aj(26) or 410(b), para-
graph (1) shall not apply by reason of such failure to any
employee who was not a highly compensated employee
during—
"(i) such taxable year, or
"(ii) any preceding period for which service was cred-
itable to such employee under the plan."
(5i Subsections (mX4XA) and (nX3XA) of section 414 of the 1986
Code are each amended by striking out "and (16)" and inserting
in lieu thereof "(16), (17), and (26)".
(6)	Clause (iii) of section 1112(eX3XA) of the Reform Act is   26 USC 401 note.
amended by striking out "a plan or merger" and inserting in
lieu thereof "the plan".
 (7)	Section 1112(eX2) of the Reform Act is amended by striking
out "employees covered by such agreement in".
 (8)	Subsection (e) of section 1112 of the Reform Act is amended
by striking out paragraph (3XC) and by adding at the end of
such subsection the following new paragraph:
"(4) special rule for plans which may not terminate.—To
the extent provided in regulations prescribed by the Secretary
of the Treasury or his delegate, if a plan is prohibited from
terminating under title IV of the Employee Retirement Income
Security Act of 1974 before the 1st year to which the amend-
ment made by subsection (b) would apply, the amendment made
by subsection (b) shall only apply to years after the 1st year in
which the plan is able to terminate."
(9)	Subparagraph (B) of section 1112(eX3) of the Reform Act is
amended to read as follows:
"(B) interest rate for determining accrued benefit of
HIGHLY COMPENSATED EMPLOYEES FOR CERTAIN PURPOSES.—In
the case of a termination, transfer, or distribution of assets
of a plan described in subparagraph (AXii) before the 1st
year to which the amendment made by subsection (b)
applies—
"(i) amount eligible for rollover, income averag-
ing, or tax-free transfer.—For purposes of determin-
ing any eligible amount, the present value of the
accrued benefit of any highly compensated employee
shall be determined by using an interest rate not less
than the highest of—

